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EXECUTIVE SUMMARY

.This report addresses issues related to the extent and nature of

misrepcirting of Income and family size information on school meal benefit
afplicat*ons. The report presents findings from 741' in-home audits conducted
with school' meal,program participants in riine schall food authorities (SFAs) .

In-home audits are personal interviews combined with income documentation
reviews. The in-home audits were conducted as part of the Income

Verification Pilbt Project (I P), a Congressionally - mandated study intended

to, design and test methods o reventing and detecting misreporting on school.

meal benefit applications.
6 ,*

A 1980 study by USDA's Office of the Inspector General estimated the
extent a-vid costs'of misreporting. The study, however;did not address who
misreports, 'what income sources they misreport, and why they misreport.,
The IN/PP is the first major effort to determine, the'origin and nature of
misreporting 1n school meal benefit applications.

The analysis of the in-hometaadit data was intended to respond.:'to the
following objectives:

1. Deterrnine the, aracteristics of applicants who misreport
inforrnation on school meal benefit applications and reasons for
misreporting.

2 , Determine the effects of income and familcy size ciiange on
program eligibility. .

.3. - Develop and validate error-prone profiles that identify
applicants who are likely to recet cess benefits.

The sample of SFAS from whiNc inome audits was drawn was not
nationally eepresentative, and therefore findings ,ro'm the audits are no,
statistically generalizable to the nation as a whole. however; because all
principal determinants of misreporting held .true ins all nine. sampled SFAs,

0 .

there is good reason to believe( that they will also hold true in n)any other
r

S)As in the nation. Principal findings 'were:..



Misreported Income, Seventeen and one-half percent of
sampled 'iouseholds were receiving benefits in excess of those:to
whiCh they were' legally entitled becauselof misreporting on meal
,benefit applications, of household, size or income. The .probleni
of awa'rcling.excess benefits to houleholds on the basis of
erroneous information, reported on meal benefit applicationsapplications was
isrimarily a problem of misreported income, not household
size, .

i4 Wages, UnderReporting of wages and Pension.s accounted
for 93'perbent of .excess benefits awarded,' with wage income\
underreporting alone accounting for 84;'percent.

, Employed Adults. Households receiving .excess benefits
. are characterized bY;having one or more employed 'adults,

(Applications' did not hoWever, ask for 'adult employment
status.)
Other Program Participation. Households not receiving
excess benents are characterized by 'participation in other,
federal low-income assistance 'programs such 'as food, stamps,
AFDC, General Assistance, Unemployment Compensation, and
how-Income Energy'Assistance.

Eligibility Changes. During the course of the school
year the eligibility status of 18 pericent of the sample
changed. Seven percent erberienced an increase in eligibility,
and11 percent eocperienced`a decreaseIR eligibility. i
These Change e4ibility status .werelalmost exclusively
related toch

aV7k
ges-in income rather than to changes in family

size. InCreases .in wage income were the.'primary determinant of,
decteases in e gibility status. Income increases of less than
$100 a month tad a low probability of reducing program

High Risk Applications, Error-prone profiles were
developed. using a simple method bf scoring applicants on whether
the household receives food .stamps and whether the reported
income is near the eligibility cut-off points. The profiles are
an efficient method of selecting applications. for verification
that have a high probability of r .,:eiving excess benefits.
,Applications selected by profiles for Verification have four
times the likelihood' of containing an error resulting in the
award of excess benefits as applications selected at random.

These firidings' collectively suggest that quality assurance procedures to"

prevent fraud and abase ,in the school meal program must include a strong

emphasii preventing and dettecting the underreporting of wage income. In

the '1982- sch6ol year, FNS is testirt a 'variety of methods of

ulLaccomplish g this goal, including computer tape matches with state wage
files, requiringiapplicants to provide supporting documentation at the tim of

applicatiori, requiring applicants to submit supporting documentation fol owing.

. application, and local, third-party verification of income.



Thfi term "Increasedaligibility" ref rs to:a change in; eligibility tha
increases benefits,' such as ,a cbange frqm reduced-price to free me I
eligibility. The terni educed eligibility" refers- to a change In, income or
family size that would the-level of benefits to which a household is
entitied4



-it

Chapter

1 OVERVIEW

'2 , ME7k),1-10,DO!..OGICA17 ISSUkS

3 i SAMP DESCRIPTION,

4. REACTIONS TO THE NEW APPLICATION FORM
' '

IN OME SOURCES AND DOCUMENTATION

EXTENT.AND NATURE.OF MISREDORTING-

ELIGIBILITY CHANGE DU -RING THE SCH6OL"YEAR

ERKORi-PRONE PROFILES OF MISI2EPORT,Ifi6

TABLE OF cOrITNTS

9 , SUMMARY AND CONCLUSIONS
46'

i'F,.'ENDIX:A:NONRES-PONSE_A

APPENDIX B: CROSS-VALID- T1ON WITH NESNP DATA

APPENDIX -C: LETTER,S"SE TO. RESPONDENTS
,

E'ND. IX b: VARIABLES EXAMINED IN'ERROR-PRONE
ANALYSIS N

r .1

Page

1

2

'14

20

23

34P

54

70

72

76

82

.85



LIST OF EXHIBJTS

1/1490.

CFIARACTER1STICS Or. IN-HOME, A1,411' PHASE 'I
SCHOOL FOOD AUTHORITIES,' .

1981.82 SCHOOL YEAR SCHOOL MEAL BENEFIT
ELIGIBILITY GUIDELINES-

.
DISTRIBUTION .OF ,NUMBER OF HOUSEHOLD MEMBLRS

PERCENTAGE QF HO S HOLDS BY NUMBER ,OF 'CHILDREN
RECEIVIAG 'FREE.OR DUCED-PRICE MEAL,, BENEFITS ft 16"

15

3.3 PERCENTAGE OF HOUSEHOLDS PARTICIPATING IN
SELECTED SOCIAL WELFARE PROGRAMS,.

3.4 PERCENTAGE DISTRIBUTION OF HOUSEHOLDS BY
ETHNICITY OF ADULT. APPLIpANT

17"

4.1 PERCENTAGE OF R.EAPPLICANTS NOTICING CHANGES'.
IN-MEAL BENEFIT APPLICATION. FORM

.

5,1 INCOME DISTRIBUTION AS PERCENTAGE OF THE '

POVERTY LEVEL FOR MEAL BENEFIT PARTICIPANT
HOUSEHOLDS AND TOTAL AMERICAN HOUSEHOLD
POPULATION 1

N

5.2 PERCENTAGE DISTRIBUTION OF HOUSEHOLDS BY
UMBER OF INCOME SOURCES

5.3 OUSEHOLD INCOME APPLICATION. MONTH BY SOURC5

5.4 EDIAN ONTHLY INCOME BY SOURCE

5.5 PERCENTAGE OF HOUSEHOLDS RECEIVING INCOME FROM
INDIVIDUALS BY RELATIONSHIP TO: ADULT APPLICANT

5.6 PERCENTAGE OF HOUSEHOLDS.HAVING DOCUMENTATION
BY INCOME SOURCE

. -k,

6.1 PERCENTAGE OF HOUSEHOLDS MISREPORTING HOUSEHOLD
SIZE 11Y AMOUNT OF. MISREPORTING

6.2 PERCENTAGE DISTRIBUTION OF)-10qEHOLDS BY MONTHLY
AMOUNT OF. INCOME MISREPORTING

6.3 PERCENTAGE. UNDERREPORTING IN,OOMCBY SOURCE OF
, PNCOME

6.4:. 'MEAN MONTHLY AMOUNT OF UNDERREPORTING BY
INCOME. SOURCE

18

,19

21

25

26

28

29

30

32

35

36

38

39'



)
LIST OF EXHIBITS (Cprainted)

Exhibit fi

PA U1

6,5 PERCENTAGE OF,TOTAL INCOME UNDERREPORTED BY
INCOME SOURCE ; 41

6,6 ELIGIBILITY STATUS BASED ON, APPLICATION DATE AND.
, ',! IN-HOME AUDI'T'S \, 41.

1 .

0.7 UNDERREPORTED' INCOME FOR HOUSEHOLDS RECEIVING'
EXCESS BENEFITS BY INCO(s'4E SOURCE ,, : 45

PERCENTAGE OF HOUSEHOLkRECEIVING EXCESS YROGRAM
,

BENEFITS BY NUMBER OF EMPLOYED ADULTS IN TFTE
HOUSEHOLDS

6.8

1

\ 46
...

6.9 PERCENTAGE OF HOUSEHOLDS RECEIVING EXCESS PROGRAM .4

BENEFITS BY SOQIAL PROGRAM PARTICIPATION 48
, . \ .

6,10 PERCENTAGE OF HOUSEHOLDS RECEIVING EXCESS,PROGRAM
BENEFITS BY MARITAL STATUS OF ADULT APPLICANT 50

6,11 'J THE SEVEN MOST FREQUE,NVREASON GIVEN FO,R INCOME'
UNDERREPORTING AS A PERCENTAGE F TOTAL'.'; '; 52
REASONS GIVEN

7.1 DISTRIBUTION OF HOUSEHOLD INCOME'CIANQE , ) 55
,....

7.2 EFFECTS OF INCOME AND,HOUSEH

°

OLD SIZE CHANGE ON

e

... PROGRAM ELIGIBILITY \ 56
,

7.3 .PERCENTAGE OF' HOUSEHOLDS HAVING AN' INCOME
INCREASE BY SOURCE OF INCOME AND PERCEN(TAGE,OF
HOUSEHOLDS HAVING AN INCOME INCaEASE THAT '
RESULTED IN REDUCTION IN PROGRAM ECIGIBIOTY,,BY , 58
INCOME SOURCE , ;,- " ',' ,*

. ,p,

7.4 EFFECTS OF INCOME AND HOUSEHOLD SIZE CHANGE.
\\ .' -ON PROGRAM ELIGIBILITY 59

8.1 -PERCENTAGE OF HOUSEHOLDS-RECEIVING EXCESS af3ENEFI TS
BY DIFFERENCE OF, REPORTED MONTHLY INCOME.FROM

,-, , ELIGIBILITYJHRESHOLD ,

8.2 ERROR:PRONE.PROFILE SCORING 7
8.3 APPLIdATION bASED#ERROR-PRONE PROFILE

ELIGIBILITY STATUS BASED ON 'APPLICATIQN ANDIN-HOME
AUDITS: WEIGHED AND UNWEIGHTED ESTIMATES .
ERROR-P.RONE'MODEL USING FOOD STAMP PARTICIPATION

64

66

67



1

LIST OF EXHIF1ITS ontinued)

Exhibit

R,2 ERROR-PROVE PROFILE kIIPT USING FOOD STAMP
PARTICIPAIION

1.1.3 PROPORTION OF ERROR 'FOR NESNP-DEFINED GROUPS USING
`NESNP DATA. AND IN-HOME AUDIT DATA FOR THE 111-1-10ME
AUDIT AND APPLICATION MONTHFOOD STAMP MODEL

134 PBOPORTION OF ERROR FOR,NESNP-DEFINED GROUPS
USING NESNP DATA AND IN-HOME AUDIT DATA FOR
THE IN -HOME, AUDIT AND APPLICATION MONTH-- 81

NON-FOOD STAMP MODEL

70

4

VIII

(10

r'



OVII.11V
v

This report addresses .fissties r'elated to the extent and nature of

'misreporting' of ,'Inilome,iand family site information on school meal benefit
applications. The report Is based on findings from 11,.11oine, alK1Its of /41
households particIpatIngA:lo the school memel progrettl du'r4ng the 1081-1002

school year. The 1,n-home audits were conducted 'di part of the income

Verification Pilot Project (IVPP), a Congressionally-mandated' study intended
to design and test methods of preventing and detecting colsrepert149 on school

meal benefit applications.

A clear underStandingof the nature of the problem of misreporting is a
prerequisite to an effective remedy. This report Is one of several produced
by%1VP13 topromete such an understanding. An earlier report, "Findings on
School Meal Program Participation," provided preliminary indications of the
impact of Congressionally-mandated changes in the school meal application
process and of the .effectiveness of two experimental quality assurance

procedures. 2

'PI_ 97-35.

2Appiied Management 'Sciences, December 1982. ,



m EftiOQ0 I., A L, 'sfistwi

11114 40140.1411 4040'1600 thd 10'110410 4n'IIL 4161114 aril 0011110§

vorlohIos, ond nnflines the analytic 40,10111004 411d H11110001)4 of the 11-1t,

home audit. 40101p14,

SAa.i_pk,

,
SFAti from which the-,in-,hoine audit Aottiplii was drawn Volunteered to

pat tiCipate in the 5tutly,' They ...were not chosen in 4 'W4y that, Would assure

representativeness of the tun Verne SFAs Ex Whit 2, 1 hats the SFAs -from

which the in-homo audit sample was dilawn, ,Within the ,soloutedSFAs, the 54'.
elaniontar schools (nix per SWA) from which the I home _audit sample was

draWn were selected on the basis of judgements of F S and local school '
. 4'

district authorities,

Within the selected schools, the sampling unit was defined as a recipient
student for wliOm a completed applitiation for school meal benefits In 'the 1081

1082 school year had been approved 'before Wiveraber 12, 1981, The

applications In each selected schoolyore stratified by grade level of student
for whom the application was made and by reported family size. 'A fixed
primary sample ..of 15 apPlicationslper schvl was drawn together 'With a

matched replacement Sample of 15/applications per school, The replacement

sample was matched by school, grade level, and family size to the primary
sample. The resulting ,sample was not self-weighting for . purposes of

generalization to the total population of participating households in° the

selected schools.. Applicant households ith multiple children applying for
benefits in a school had a proportionally higher probability of selection than
applicant 'households with ordy one child in the school. Further, applicant
households in' schools with, low numbers of applications had a proportionally

2

12



CHARACVRthICS OF INHOME )AUDIT PHASE 'SCHOOL FOOD, AUTHORITIES

SCHOOL FQ00 URBAN/RUBAL

AUTHORITY LOCATION

dr

Palm Beach, FLA , Urban

41-1
Lake,County, FLA Rarai .

Collier County, FLA Rural

Duval County, FLA Urban

Syracuse, NY Urban

1/.

. t 2/
. 'ERCENT 2/

ENROLLMENT SIZE MINORITY ENROLLMENT

FNS REGION (1978-79)

Southeast .70,723

14.

Southeast 17,621

Southeast's 13,797

Southeast 105,973

, Northeast 22,749

Utica; NY Urban Northeast.

Lawrence,

Akron, W

Rural

Urban

PortlAd, ME Urban

11,076

Montainl,lains 1,346

Midwest 42,917

Northeast 9,901

(1978.19)'

LOCUS OF ELIGIBILITY'

DETERMINATION

36

k
, Decentralized 1.

(School), ',,v

.,

22 . Decentralized , .a'

,

s j

, 26 t Decentralized

'

4(School),,.

36 Decentralized

(School)

36

20

34

a

Centralized

4) .

centr, d

4

Decenthlized

(School)

Decentralized

(School)

Centralized

(SFA)

1/ There are seven FNS regions.responsible for providing,
technical assistance to state agencies, monitoring the state agencies, and

administering programs in private schools where state laws
prohibit the state from doing so.

3/ Source: Office for Civil Right's, U.S. Department of Health and Homan
Services, 1900

1/ The locus of eligibility determination refers to 'a place in the organizational structure of a school distriCt that the

application is reviewed and ,certified for free meals or reduced
price meals or denied as ineligible.

13
,Tr' ;71
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higher .probability of selection than applicant households in'schoolswith high
numbers of applications. Although the sample is not self-weighting, the

probability of selectin is known for all applicants sampled; these known
probabilities were employed to develop sample weights that allow generalizatidn

to participating tsChools. The' in-home audit results can, therefore, be

statistically generalized to the schools from which the sample was drawn. The
sample cannot be statistically generalized to participating SFAS or thq nation
as a whole.

Data Collection

In -home audits are personal . interviews .combined with income

documentation reviews. The in-home audits were used, to validate information
contained on school meal benefit applications. The in-home audits were

--conducted in the program recipients' homes by professional interviewers who
had experience in conducting income studies. Scheduling was at the

respondents' ciinvenience.

To help ensure a high response rite, a, variety of datacollection steps
were taken. First, each respondent received an introductory letter
requesting an interview and explaining the .study.. The letter was designed to
acquaint respondents with, the 'significance of the study, to assure them that
confidentiality would be maintained, and to inform them that their
participation in the school meal programs-would not be adversely affected by
participation in the study. Accompanying this letter was a list of income-
related documents that the respondent needed to show the interviewer during
the in-home audit. Appendix C shows the letter and document

Applicants were then contacted by telephone to schedule appointments for
personal in-home interviews. Because. an inability to reach an applicant is
generally a function of the, time when the contact is attempted, up. to three
attempts were made to contact respondents on different days of the week and
at different times 04 the day. When contact was made, an appointment was
scheduled and the respondent was provided with the telephone number of the
local survey field office in case the appointment time had to be changed.
Also, the respondent was .reminded of the importance of having the income-

.

related documents ready for this visit. On the day of the-mappoinftment, the

interviewer called to confirm the( visit or reschedule the appointment if
necessary.

14



In; cases where contact by telephone was not possible, the, interviewer

made cne visit to the respondent's home to arrange for the intervieldf. A copy

of the lette sent to the applicant and a request that this respondent call the

; local; survey field office were left at the respondent's home in the event that
he or, ..11e was not at home.

. 4

A/sec6nd set of follow-up; procedures was used to convert,applicantt
refuSals. Local survey field offic were notifies:3-in all cases in

which an interviewer's, efforts t schedule an appointment, resulted in a

refusal. A refusal information form was then completed. This form provided
/:/information regarding the circumstancgs and nature of the refusal and, details

.1of all attempts 'to contact and elicit' the participation of the resporOent. This.

detailed information was reviewed by a member of the senior project' staff who
deter tried how to recontapt the individual most effect'vely and gain the'
respo dent's.cooperation.

Depending on the specific situation, the refusing respondent was sent a
personalized letter from a senior peoject 'official eMphasizing the importance of

cooperation. Or,a contact was made by telephone to determinethe reason for

the initial refusal and to complete the interview. All sampled applicants who

could not be located or refuseeto cooperate were replaced by other appip,ante
from the same school, matched by grade level and family siie. This matched

replacement method was employed to minimize response bias.

Survey Yield

The survey resulted in :4741 completed in-home.audits. Seventy-three

sampled households resed to cooperate. In addition, 509 sampled

households could not be located. The high number of households who could
4

not be located was .due, in large part, tq the fact that the in-home audits were
conducted in late May and June and that a high percentage of the sample
households were families in Floda who had left fobJigratOry farm work.
Among families successfully contacted, the response a was 91 percent. Of

the final sample of 741 completed in-home audits 69 percent were in the

original sample and 31 percent were replacements.

Response refusals and nonlocatable households could potentially bias final

survey- results.. For example, if individuals who had significantly



underreported their oincome had a high r than average refusal rate and if this
fact was note detected and correctedf for, the survey would underestimate

.,
income underreporting. Two

. /
step-s7-f were taken to detect response bias.

First, information contained on school meal benefit applications was compared

for respondents, refusals, and, cannot-locates to detect any systematic pattern .. -

of nonresponse. No systematic differences were ditcovered between

respondents and cannot-locates on reported total 'income, sources of income,
family brie, or completenets of application.

A comparison of refusals and° respondents showed' no -systematic\
'differences in reported family size, sources of income reported on the

application, or completeness of applic tion... However, refusals' ha a higher
average repbrted monthly income tha respondents. This difference raisei'

''the possibility of response bias. Tweiplore this possibility further and make
necessary corrections, a second analysis was undertaken.

Us'ng data from completed in-home audits, a model was-developed in wlInch

application information predicted which applicants underreported their income
-,4,,, ,

or famil e to receive benefits in excess of their true eligibility. This
I

model wa n applied to application data from audit refusals to estimate the
percentage of refusals receiving excess benefits. Comparison of the estimated

excess benefit rates for respondents and refusals was used to estimate refusal
rates for those receiving excess benefits and those not receiving excess
benefits. (The mathematical details of the analysis are presented in Appendix
A.) This analysis found an estimated refusal rate of 6.5 percent for

s"* househol who were riot receiving. excess benefits, 14.5 percent refusal for
households who were eligible for reduced-price but were receiving free-peal
benefits and 26 percent refusal for households who were ineligible for meal'
benefits but were receiving reduced-price or free-meal benefits. Therefore,

nonresponse could have downwardly biased the estimates of misreporting.
Hoyever, these results were used to weight the data and thereby partially
correct for response bias. All analyses were run using both weighted and
unweighted data. With the exception of the total estimated ,percentage of the
'population receiving excess benefits, the weighting procedures did not

materially affect any \\substantive findings reported below. .,This report uses
weighted data throughodt to ,allow generalization to the sampled schools and to

reduce refusal bias.

16



Data Collected by the' In-HomeiApilit

During the in:.horriefatmlits, information, on income -and family sizef
contained on meal benefit appli.cations was valilated,. When-discrepancies were

found between the information on the application and the validation, the

,interviewer asked the applicant to explain how the discrepancy occurred. In

ddition, the home audit . '-athered

arabteristics, nd program partticipation necessary to -discover

misreporting,: he in-home audit coveredthe following topics;

range of information on ,,,family

correlates of

°

k

Rece evidence 'from the Census Bureau's. Survey of 'income and'

Program Participation suggests that primary sourbe tiof interview refu-sal on
.

federal government-sponsoi-ed incorne surveys /s 4riciern with privacY.1 To

assure respOndents of privacy, a confidentiality / honesty agreement between

the interviewer; and respondent was used.

The, respondent ygned a statement thAt underst ri*di that the

information from this interview' must be 'Very ,accurate in order to be useful.

This ?leans that I must do my best. to give,accurate and complete 'answers. I

'agree to-do this." In turn, the,interviewer signed a statement that said, "All
information that would permit identification:of the people being iriterviewed as

part of this study will be held in strict "confidence._ No information that would

al'ow identification will be dilosed or released to others fOr any purpose."

Past research has shown such a joint agreement significantly increass the

amount and quality of information obtained- by personal interviews.' A total'

.of 96 percent of all respondents signed the agreement:

= During the course of the interview, respondents were asked to supply

documentary evidence .(such a4 check stubs, program eligibility certificates,

etc.) for every source of income previously -reported'. This documentation

reactionscto the niw application 'form;

participation in th;.. free and reduce meal
program;

household com osition;

participation in low income assistance programs;

family income in the month of the in-home audit and the
month otothe application;,
reasons, for discrepancies between income reported on the
application and income measured during the in-home audit.

,63

4



was used to validate the'" ih the they reported on the meal benef elication
form. Sixty p rcent of the res ondents were able to supply at least partial
documentation of their feported i come. Forty percent of the respondents. did,
not or were unable to supply documentation.

Definition of Key Variables

The pkmary focus of this report ilmisreporting of income and farRy size
infortation on school meal benefit applications. Misreportinb-, hoWever, ienot
a single discrete entity but a continuuM. For example, during the in-home
audit, 75 percent of respondents relfted income that varied to, some degree
from the income tbey reported on their , school meal benefit application. In

0

thirsense, it is possible to, say that 75 percent of all apPlicants misreported
Njheir income. However, many of the discrepancies discovered proved to be
`trivial. If misreportihg of- income was defined as "a discovered discrepancy of

\-04,

$25)a month r:more," the misreporting rate would drop from 7q percent to 62

.45

percent:

°' Although t
,central interest.

amount of misreporting is
income and4amily size information

benefit applibtions for purposes of dete

Therefore, misreporting of income or' f ily size infor4mation is most important

where it affects program eligibility. sequently,, this report places, pkmary
emphasis on -misreporting that results in the applicant receiving inappropriate
or excess program benefite.

of interest, it\is
is colleted oh,sc

'not the
I meal

kning program eligibility.

Receipt of "inappropriate Pi.'rogram benefits" was measured by comparing
prograni eligibility status based on ihformatiotn contained on 'the school meal
benefit application with program eligibility status based on income' and family

.

size data for the same month deriVed from the in-home audit.i; Program
eligibility Was determined using standard

f
presents the eligibility guidelinestchen in

bles issued ,/F 'Exhibit 2.2

Based on FNS regulations then in effect and .reviewed by FNS officials for
k purposes of determining eligibility, counted family income, included:

wages, salaries, tips, commissions, ancUncome from
self-employment;
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EXHIBIT' SCHOOL MEAL. GUIDELINES. (198142-SChoOl

Year). \L

Family size

1

,2

3

4

5-

)6

7 (

8 '- '

For each aqditional
familptieMber add

Free.Meals

Yearly.
Income

Monthly

' Income

Weekly
,Income

$ 5,600
- . 7,40q

9,190
10,990

jr` 12,780

,1,, 14,570
16,3,70

18,160

,

1,7.90

,

g,,,,4,

$ '46T
617 ,

,T66
9,16

7'1 065

11214

'1 364

t,533

149

',

\-1 .

,pos
142

177

211

246

280.
3 5

9

34

r

Reduced Price M ali

FamilY Size
Iric me

Monthly

Income

Weekly
InCome

1 .

2

3

4

5

6'
7

8

For each additional
family member add

-

$ 7 70

10,530
13,080

; 15,630
18;190

20.cp0
23, 90

25,840
,

- 2,550 .

$ 664
878

L090
1,303

'1,516

1728
1,941

2,153

213

,' $153

203

252

301

350'

399
448

497

4

4e,

1

4 (^
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net farm income;
4 ;

pensions, annuities, and othhr ent ingicome,
including Social Security retirement:benefits; °

public assistance- and .w fare payfnent'S;

Unemployment Corlfpensk on;

A+.

-Supplemental Security Incforn,V.CSI) or Social Security
Survivor s Benefits;. tr/ D t

alimonCy and child'sup o ymen'ts; ''

.,, 0- .1

disability beneft , in ludrng WcItktnen's Compensation;
. .

vings,*Knvestments:, trusts, and'
oulat be avaii-able to pay for a cinitcl.'s

t

' ,...4.;-
4 )

Incomel} 4nvi etermj mg eligibility included scholarships, other =

c.) '1 ....
educational 7 an&fi5o4".Stamps, (

/
. 1

.. (
..;

I Y: size.4 Was defined as, the total number f individu,als, relatill
, unrelatecwiWlive togetreland,Oare household living expenses or meals.

,

, .,, %,,,.

) ', . fr t., ,

Eliabili, it based on applicatign 'information via independently determined
4 0; i

''.:1 NA i )
during the, survey analysis.,and° was not based o the determination ofzSFAr
offipiali;:i" °-A, total of 12 cases were found where school officials had certified
appliCants to receive benefits althokigh.pindividyals were Jouncl to be ineligible

don;the basis of,application data. :Because the awarding of excess nefits in st;

these cases was a function of errors by, SFA officils and not ndividual
-,._ (

,

applicants,. these cases were excluded from .the analysis.,,.. , , ('-,,.

:

4 .,
. R..

Generalizability. of Findings IS

.
0 P

The sampled SFAS and schools within SFAs were selected by; FNS and local
/, . .

school district authorities according to availability and cooperation;:ancl not in
accord with commonly accepted statistical Reactice. iherefore,, the .results of

. . , ,

the din-home audit sample cannot be statisti ly generalized beyond the

schools from which the sample was drawn. -Aigorous ly defined statistical

generalizations:1re of 'possible to the nation as a whille non even to the
sampled SFAs.



The SFA saAple is unrepresentative in It least three impOrtant kays.
-First, the majority of SFAs in the nation `have enrqllments of fewer that14,000
students. All ampled SFAS had enrollments of more than 7,000. :SeCond, the

sample is geogr hcally-unrepresentative. Florida, alone accounts for four of
the nine SFAs from which the in-home audit sample was drawn. Only one

...,0SFA, Lawrence, Kansas, is mere than' 400 miles west of tbe ktlantiC. The

,entire western half of the country is not represented. Third, only elementary
schools were incPjded in,the-sample.

Because this report concentrates on individual patterns of .misreporting
'and not on SFA,,or school characteristics, the uri'representati e nature of the
SEA and school sample may not significantly ,bias indiVid al level results.
However, if individual applicants have very different pattern of miereporting
in small SFAs'or in western solidi. or secondary _schools, the e terns could

fi not be detected by the current sample. t'

D

The fact that 'findings from the sample are not statistically ge eralizable
to the nation as a whole does not, in itself, imply that the find' gs are not
reflective of national patterns. A more prudeht conclusion would be that

/
_

generalizebility must be judged empirically and not on t
/

asiS of statistical
sampling theory.

Four empirical tests of generalizability were conducted. First, sampled
,schools within the kelected SFAs were compared rkith nonsampled elementary
'schools in terms of enrollment, program participation rate, and percentage of
minority student enrollment. For none of these variable's were the sampled
Schools systematically different from nonsampled schools.

Second, on a set of overlapping questions, responses to the in-home audit
m

were compared with responses to a Survey of program participents conducted
in the spring of, 1980 as part of the National 'Evaluation of,, School Nutrition
Programs (NESNP). The NESNP sample was nationally representative and was
constructed in accord ,with generally accepted statistical, principles. For all
rr6jor predictors of misre'porting contained on, both 4?tirveys, the NESNP data
replicated in-home audit, findings. The fact that.two surveys replicate arch
other on overlapping correlates of misreporting suggests that other findings
from the in -home audits may also replicate nationally. (Appendix B presents
the specifics of this analysis).
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Third, demographic characteristics of respondent's to the in-home audits
were compared' to national characteristics ofsChool meal benefit program
recipients based on FNS and NESNP data. The in-home audit sample was

e 4

found to' moderately. underrepresent large families (five or more memb rs) and
Hispanic families. With these two ception ,, the in-home audit ample

showed no statistically significant anomalies when compared to the total
recipient population in terms of sexu I, racial,.age, income, family size; and
edUcatjonal characteristics.

Fourth, for all- major findings the s ple was broken down by SFA to
determine in how many of the SFAs the f trig held. For example, it was
found that food' stamp recipients had a much lower6robability of receiving
excess benefits than non-food stamp recipients. This finding held in all nine,
SFAs. BecaLise all principal determinants of misreporting a're replicated in all

nine sampled SFAs, there is reason to believe they will also hold true\in many
other SFAs in the nation..

Despite the positive results, theSe empirical tests. cannot st.bstitute for
formal statistical generaliiability. Collectively the tests -show that the in-home

I audit sample is rrqt dramatically different froin the total population' of school
meal program participants on any ,measurable Climension and that findings
based on:the sample replicate in a heterogenous collection of SFAS. However,

the in-home audit sample cannot be used tonake nationaestimates .of the rate
of-misreporting,on meal benefit applications for the total participant population
or for population-subgroups.



END NOTE,

S.A. Olson R.E. Klein, Intel-viewers' Perceptions of Reasons for
Participation.Refusal in a National Longitudinal Survey, 1978-1980."

Proceedings of Section of Survey Research Methods; American
Statistical Association, 1980. pp. 552-557.

2 P.V. Miller,'L. Oksenberg, "Research on Interviewing
Techniques," Sociological Methodology. S. Leinhardt, editor, Jossey
Bass, San Francisco, 1981.
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SAMPLE' DESCRI PT ION

tv

This section' presents a brief description of the in -home audit. sample.

The applicants for. Ywhom an in-home audit was conducted are ''described in
terms of their household characteristics and rates of prOgram pdrticipatigib.
These,data are presented to introduce the reader to the sample.

The basic analysis unit for the survey, was a' household having, at least-
.

one child receiving free or reduced-price meal benefits,. Households' varied
A

considerably in size, from 2 to 11 members. No households with only 'one
member were in the sample because foster children were excluded from.1-;the-

sampling ,frame. Foster children were excluded because foster, child support
payments Were uniformly below the eligibility thresholdfor :Free meals.

Exhibit 3.1- displays the distribution of household sizes. HoUseholds with two

to five members accounted for more than 80 percent of the sample.

Two types of households predominated. Fifty-three, percent of the

households were, headed by an adult woman with one or more children and.nO

adult male. Forty-Ifive percent of the households contained at least one adult
male and at least one adult female as well as children. Only 1.5 percent of the
households did not contain an adult- female. Eighty-nine percent of the
applications were completed by an adult female. t-

The majority of the-sampled households, 68 percent, had multiple children
receiving free or reduced-price meal benefits. Exhibit 3.2 displays the
distribution of number of children participating in the program. For 17
percent of the sampled households, the 1981-82 school year was the first year
anyone in the household had received meal benefits. The remaining sa.

percent were reapplicants.

14
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EXHIBIT 3.1: DISTRIBUTION OF NUMBER OF HOUSEHOLD MEMBERS
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EXHIBIT 3.2: PERCENTAGE OF HOUSEHOLDS BY NUMBER OF CHILDREN RECEIVING
FREE OR REDUCED-PRICE MEAL'BENEFITS
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Nearly half the households, 48 percent, received food stamps. Significant

percentages also received-AFDC,- General Assistance, SSI, and Low-Income

Home Energy Assistance (See Exhibit 3.3) .

In terms of self-identified racial/ethnic group of. the adult applicant,
Whites accounted for 56 percent of the sample; Blacks for 39 percent;
Hispanics 3 percent;* and American Indians and--j-'Asian/Pacific Islanders one

percent each (See Exhibit 3.4).
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EXHIBIT 3.3:; PERCENTAGE OF HOUSEHOLDS PARTICIPATING IN SELECTED SOCIAL
PROGRAMS
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EXHIBIT 3.4: PERCENTAGE DISTRIBUTION OF HOUSEHOLDS ,BY ETHNICITY OF ADULT
APPLICANT

i Ox 01 %z

1111111111 10 lc

00 , tXt$6 6 6
fOX eXOXIII XIXOX

Xft0XitlIttfX WhItItiX M. %0X/ %6X XOXOX

"1"4"114111M114 xl;fielli 111110111 gliffl
' ' '°1xt xiwomeitxxf x A Y OVOX,X # #

.. It 1 li . ixli hill 9 rif11111' HI 1 11114
xx xx XX6X Xt 6

1!it'll Igliritill H PI gillitItil

Tillti; i q 1 1111114/1101 1 il

44111 o 64 11410111401 it
pail Irg xax,x x xor

4 6 6X0X0i X 4 $6$60X6 W
0 $OX $ X00X.X0

; a ;

WHITE/

29.

ASIAN/PACIFIC

ISL. (1 ID

REST
COPY MitAgli



REACTIONS TO THE NEW AP LICATION FORM

For the 1981-82 school year, meal program applicants in sampled SFAs
were required to fill out an application form, that asked for considerably more
information than in prior gars. New requirementCincluded a listing of the
names and Social Security numbers (or an indicatiOn that no Social .Security
number was available) of all adult household members and a breakdown of
monthly income by source. These sources were wages and saliries, Social

Security,-...,..public assistance, unemployment, child support and -alimony,
.pension and retirement,benefits, and other income. Prior-year applications'
contained a section on income deductions for special hardships. No hardship

deductions were permitted, on the 1981432 application. In addition, program
eligibility' guidelines were .modified frOm the 1980-81 School Year to reflect
changes in the poverty level and tightened eligibility standards. Public Law

97-35 required that eligibility guidelines for free-meal benefits not be
distributed to parents with the application, and redefined income as current
monthly income.:

The initial set of questions during the in-home audit asked about
respondent reactions to these application changes. First, individual

applicants who had applied for benefits in prior years were asked if they
noticed any changes in the 1981-82 School Year application.. Interviewers

were ,instructed not to prompt or list changes but only to record answers
spor taneously given by responderits. A total. of 56 percent of reapplicants

ported they noticed no changes; nine percent of reapplicants noticed that
he new application required more detailed income, information; 6 percent
pticed changes ih eligibility guidelines; 5 percent noticed Social Security

ers were a new requirement; 4 percent noticed that current monthly
income was requested; and only one percent noticed that hardship deductions

were no longer allowed. (Exhibit 4.1 graphically presents these results.)

Pt--
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EXHIBIT 4.1: PERCENTAGE OF REAPPLICANT5 NOTICING CHANGES IN MEAL BENEFIT
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BeCa Use the in-home audits were cenducted an average of seven months after

appliCations were submitted,, it is likely that these figures under4timate' the

extent to which applicants noticed cha'r?ges
. ,

The study application appeared to present few difficulties fqr those who
" -

reported they remeNered the prior year's- application. Only 35 percent of

these respondents reported the application took more time to ,rtr,out.,1

1' ,out.

percent found the application more difficult to fill out than the
prior year's, application. Finally, 22 percent thought the application wa?-more

. confusing than thik..pirior year's. t.

A variety of public interest groups haVe expressed concern thatgthe
requirement of, listing the Social 'Security numbers of all adult house old
members constitutes an invasion of privacy. To obtain applicants' reactions to

r.

this requirement we asked, "This year's free and reduced- pri,ce school ineal
application asked for the Social Security numbers of all aduts. What werc
your concerns about this as you completed your application?" ,Eighty-four,"t

perCent of respondents reported no concerns. Only three percentlreported
.

--,that -they believed the requirement to be an invasion of privacy, and less than
4

1 percent were concerned that Social Security numbers would be used to
verify income information with other agencies.. e

'e

The general image that emerges Among current program participants; is
formone of little concern with the new application form. Changes in the form wept

unnoticed or were generally noMiewed as creating difficulties. Because the

sample was limited to prograth participants, no conclusions can be drawn as to

how many, if any, otherwise eligible households were deteritd from applying
for ogram benefits because of the new application form. Thus, this in-home

audit sample cannot be used to fully address issues of barriers to

participation created by the new application.
.
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INCOME SOURCES AND DOCUMENTATION

This chapter xeviews the findings:from the income determination section of

the in-home audit. The core questions of the in-home. audit involved an
attempt to determine and to document all sources of income received by
applicant households. For both the month. of application and the month of the

in-home audit, respondents were asked to list all income, sources and to

provide supporting dOcumentation. The procedure used was to review a list
of 17 possible sources of income for all adult household members and employed

children. Respondents were requited tp respond yes or iko to repeated
questions as to whether an adult household member. had each source of
income. This long and somewhat tedious, procedure was employed to minimize

underreporting of income because of failure to remember ah income source or
failiire..to consider, a source of money as "income." (For example, pensions

received by parents or in-laws of householders were often not considered by
applicants to be part of household income. Similarly, tips, cash from...

relatives, and wages from part-time employment were often not counted as
"income.")

r

ery' income, source reported, respondents were asked to provide
supporting documentatiop, such as pay stubs. Intexviewers were provided

with lists of suitable documentation for each income source. The interviewers'
used the documents provided, to verify reported income. I1 a respondent)

ts

repOrted no household ,income, interviewers were instructed to inquire how
the household' paid for food, housing, clothing, and other necessities. These

inquiries often uncovered previously unreported income.

'Knowledge of the sources and amounts of income of school meal program
recipient households offers a variety of uses. Such knowledge could be
useful in designing application forms. For example, knowledge of the relative



* A
, , }

frequency of different types of income 'could aid in diliterminiqg what types of '

Income 'to list on application forms and in what ordethity should be ilsted.
N f tKnowledge of'applicant Income sources and amounts cfduld aid in identifying

the' types'of iriame that could be profitably verified to detect underreporting.

Finally, knoPedOe of the availability of docUmentationaould aid, in decidingqv , i ,, t

what documents could reasonably. be required to accompany applications,
. .,

'

Income

At ,the time of the application, respondents reported household incomes
rangin from $0 to $2,640 a month, with a mea ,income o Ip733 and a mediaill

income of $623. One and one-half percent of s ynpled ouseholds reported

no income.

Exhibit 5.1 presents; the income distribdtio ..:.as ercentage of. the

poverfy level, for both meal benefit households e' ,total American

household population. As the Exhibit shoves, meal be'nefi eciFiient househord
, -

income is highly skewed toward the lower income eveisnd the majority of
recipient households have incomes below the pover vel.

Re03ondent households repdrted having betWeen zero and seven sources

of income with the, vast majority (97%) having '0e, or three income

sources. Exhibit 5.2 presents the distribution of number o come sources.

By far the most frequent source of income or respo nt .ho seholds in

all nine sampled SFAs Ts wages and salaries:, siy-fou percent reported

household income'from one job, 16 percent rep omte from two jobs, and

another 1 percent reported income from three a total of 61 percent of

the sample households receiving wage income. Wage were the most common

multiple source of income received by individuals a household. (As a
multiple income source, general assistance ranked second with less than one-
half of 1. percent of households receiving two general assistance grants.) Not

only was wage income the most frequent source of incOme, wage income
predominantly was the largest income source in dollar value. Among'

households that received wage income, the median household wage income was

$740 a month. Wages accounted for 68 percent of the total income received by

sampled households. 7

e.



EXHIBIT 5.1 INCOME DISTRIBUTION AS A PERCENTAGE OF

THEAPOVERTY LEVEL FOR MEAL BENEFIT HOUSEHOLDS

AND THE TOTAL AMERICAN HOUSEHOLD POPULATIO0

Median Program
Participant

Household Income

Poverty Level

Free Meal
Eligibility Level

Reduced Pilo* Meal
Eligibility Level

Median National
Household Income

25 50 76 100 128 160 175 200 225 2.0 2 5 3r0 3 5 350 3 6

Household Income as a Percentage of the Poverty Level

Program Participant HOuseholds

Total American Household. population

4> Denoted a density function indexed to meal benefit nt household modal

income. One percent of the recipient population around' the Mode (approximately

68 percent of poverty) indexes the one percent level on the vertical axis. The

same density was used for both populations. -

Unedited data from 1980. CPS public use tape
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EXHIBIT 5.2: PERCENTAGE DISTRIBUTION OF HOUSEHOLDS BY NUMBER OF. INCOME SOURCES

sem

45,00

40.00

p 35,00

R30.00-

C 25.00

20,00

1 15.00

10.00

5;00

Ifaa.aaaa.....amanmaalamaaart

I

I

I

I
/

i

i

:

i

I

. ,
I

asma.aramerrimorliawormaamaa.

I

I

ri

i

.

t
I I

1

1 I

.41
.

:,
..

::1

,

. .,

i ::

ill
d!.11.

ht:,
...,,.,,
.,,.
,...

! I;

:

..i

it;

,..,,

,

"..
.

1

.

:., 100_,..:01 1.,--,-,-,-,-rn ------- '
. .

3

NUMBER OF INCOME souius,

26

4e ,

I' 4 44A'



Ald to Families with Dependent "Children (,AFDC) was the 'Ocond most
frequent source of household income. Twenty-seVerf percent of sample of

households received AFDC, which accounted for 11 Percent of the total
income, Eleven percent of households received general assistance and 12

percent received child suport. General assistance and child support

accounted for 4 and 5 percent of total income res'prectively, No otfier income

sore was received by more than 5 percent of households and none accounted
for more than 3 percent of total IncOme. Exhibit 5.3 presents the relative
,frequency and percentage of total IncOme by source, Exhibit 5.4 presents
median income for each of the Income source's.

The Individual who completed, the application (Imost always an adult
female) was the most frequent recipieAt of income in sample households. In 85

percent of the households the applicant had income. Fifty-ninei percent of all

income in sample households was received' by the applicant. In 26 percent of
households the applicant's spouse was a recipieht of income accounting for 38

percent of total household income. in 4 percent of the households children,'
had income (usually child support, SSI, or part-time employment). Income

from applicants' children under age 18 accounted for less than one-half of 1

percent of total income. Exhibit 5,5 presents these findings.

In summary, wages and public assistance program benefits dominate as
the primary sources of household income. Almos't 97 percent of all household

income is received either' by the applicant or by the applicant's spouse. "This
pattern held in all nine $FAs.

Income Documentation

Respondents were requested to supply supporting documentation for all
income sources reported in the in-home audits. This effort was only partially

successful. Respondents could not, or would not, supply documentatiOn for

72 percent of the income sources reported for the application month
,

(September or November) . Respondents did not supply documentation for 61

percent of income sources reported for the month o# the in erne. "audit (May or

June)'.

Ability to supply supporting, documentation at =gig irie -" if°%the interview;,
varied across income sources. Wage income was,the best documented income.
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EXHIBIT 5,3: ii0USEHOLO INCOME. IN APPLICATIONMOITI BY SOURCE
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EXHIBIT 5,41 KWH MONTHLY INpME BY SOURCE
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source. Fifty-one percent of wage income was documented- for the in-home
audit month. Thirty-seven percent was documented for the application

month. The'percentage of applicants able to supply supporting documentation

by income source is presented in Exhibit 5.6.

The ability of in-home audits to fully uncover income underreportingp is
called into question by the inability to obtain documentary verification for
most income sources. One can imagine that a significant proportion of

individuals who underreport their income on meal benefit applications also
underreport their 'income during in-home audits and refuse to provide

documents. This suspicion appears to be supported by a strong relationship
between the percentage of individuals who were found to receive excess,

program benefits because, of income underreporting and the provision of
documentation. Twenty-nine percent of respondent households who phovided
complete documentation were found to be receiving excess benefits compared
with only nine percent of those households who provided no documentation.
The question therefo"e becomes: is the low rate of excess benefits 'discovered
among those who did not provide= documents the result of the failure of in-
home audits to 'detect income underreporting because respondents did not
supply income documentation?

To test this hypothesis, a logistic, multiple regression, model was

estimated in which the relationship between documentation and excess benefits
was tested while controlling for type of income received. This model found
that the relationship between excess benefits and documentation Is spurious.
Individuals receiving wage income are more likely both to receive excess
benefits rand to supplY documentation. Conversely, individuals receiving
welfare benefits are unlikely to receive excess benefits and usuallare unable
tot document their' income. When source of income is controlled for, the
differences, in percentage receiving excess benefits for those providing
'complet& documentation and those providing no documentation falls fr5m 20
-percent to,1.5 percent. Therefore the failure of in-home audits to ,obtain
documentary verification for the majority of incomes does not appear to have
significantly biased survey; results.



EXHIBIT 5.6: PERCENTAGE OF HOUSEHOLDS HAVING DOCUMENTATION BY INCOME SOURCE
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Summary

The study found wages to be the major source of income, and that in most

cases the individUal who filled out the application hid some kind of income.
The study was successful in obtaining at least partial documentation from 58

percent of the respondents. With a large percentage not supplying

documents, a concern was raised as to the generalizability of findings. An

analysis of the relationship between provision of documents and excess
benefits revealed that the lack of documentation did not contribute materially
to bias. Instead, it appears that documentation of public assistance benefits
was largely unavailable, and that lack of documentation by public assistpce
recipients does not appear to be linked to excess benefits. In contrast,
wages, which are better documented, tend to be an error. source. Thus

presence or absence of documentation did not seem to be a source of bias.

43
33



EXTENT AND NATURE OF MISREPORTING

Eligibility, for free or reduced-price school meal benefits is based On'self-
repoOted household income and family size. The in-home alidit collected data
on household size and inc me for the applicatiori month ancLcqmpared it with
information supplied on the application. The in home audits found a

significant number of discrepancies in both household size and income.

The in-home audits found discrepancies in repaked number of household
members for 19 percent of the sample. Discrepancies ranged ifrom

overreporting household size by six to underreporting by four. HoweVer,
.

more than 80 percent of , the discrepancies consisted of under- or

overreporting househoid size "by one. Exhibit 6.1 di'splays' the relative
frequency of household size misreporting.

Exhibit 6.2 shows the relative frequency of income misreporting by
.

amount. Only 25 percent of applicant households reported their monthly
income correctly to the dollar. Twenty-five percent of households

overreported their income to some degree and 50 percent underreported their
income to some degree. Misreporting ranged from $2,153' a month,

un'clerreported to $1,840 overreported. OP the average, household income was

underreported by $88 a month.
1

The fact that twice as much income underreporting was discovered as
averreporting is consistent with findings in other quality assurance studies.
A recently completed study of income misreporting in HUD-sponsored rental
assistance program verified reported income using IRS income tapes. The

tape match found twice as much income underreporting as overreporting.
Similarly in a study of income misreporting on applications for Department of
Education Basic Educational Opportunity Grants, it was found that
underreporting of income occurred twice as often as overreporting.1
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EXHIBIT 6.1: PERCENTAGE OF HOUSEHOLDS. MISREPORTING HOUSEHOLD SIZE BY AMOUNT

OF MISREPORTING
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EXHIBIT 6.2: pERCENTAGE DISTRIBUTION OF HOUSEHOLDS BY MONTHLY AMOUNT
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In fact, the amount, of income underreporting found by the in-home audits
is of the same magnitude as underreporting of self-rePorted income found in

most household surveys where respondents have nothing to 'gin by

underreporting. For example, comparison of self-reported income from the
Bureau of the- Census' Current Population Survey with independent totals
reveals that overall income in the survey is underreported by about 10
percent. 2

These two facts suggest that while all misreporting in the free and
reduced price school meal program is not intentional, the majority of,

misreporting favors the applicant. It is likely that some applicants have been
erroneously determined, ineligible due to overreporting income. Ineligibles,

however, were not included in the audit sample and estimates of this type of
error cannot be made.

Intome Underreporting by Income Source

The meal benefit application used in Phase I sites required thatapplicant3
list their current monthly income from each of seven sources:

.1 waged and salaries

Social Security
public assistance (welfare)
Unemployment Compensation

child support or alimony
pension or retirement

other.

The probability of income underreporting thethe average amount of
1 '

underreporting varied considerably across income sources. At the extremes,

67 percent of th5 recipients of pension or retirement income underreported
/ this income source compared with only 13 percent of the recipients of pub 'c

assistance who underreported their welfare payments.

Exhibit. 6.3 displays the probability a given income source will be

underreported. Exhibit 6.4' shows the average (mean) amount of

underreporting (when the income is underreported). The exhibits' reveal that
wage income and pension income have the highest probability of being
underreported and have the highest average amount, underreported.
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However, beCause pension income is received by less than one-tenth as many

households as wage income, its contribution to the total amount of

underreporting is much.smaller. Uhibit 6.5 displays the relative contribution
of each income source to the total amount of underreporting. Exhibit 6.5
makes it clear that the problem of income underreporting is 'largely a result of
wage income un8erreporting. In all 'nine sampled., SFAs, wage income

predominated as the primary source of underreporting.

Effects of Misreporting on Program Eligibilty

Income and family size information:ia.collected.on meal benefit applications

for purposes of determining program eligibililty. Misreporting of family size
or income becomes a significant problem when it results in the award to
households of inappropriate program benefits. To determine the effects of
misreporting on program eligibility status for each household, eligibility was
separately determined on the basis, of information from the application and
then on the basig`of information obtained durjek6 the in-home audit.

Exhibit 6.6 compares the results of eligibility determined on application
data and eligibility determined on in-home audit, data.. The first two rows of
Exhibit 6.6 list those whose program eligibility was verified as correct by the
in-home audit. This group constitutes 79 percent pf the sample. This is not
to say that all the income and family size information contained on the
applications of these households was correct, but rather that the errors that
were found on the applications. did not affect program eligibility.

The third row of Exhibit 6.6 (those receiving reduced-price benefits but
eligible for free-meal benefits) consists of households who overreported their
income or underreported their family size so that they did not receive the full
benefits to which they were entitled. Because this subgroup constitutes only

3 percent of the sample, it was not possible, given the small Phase I sample
o

size, to explore reasons for and correlates of misreporting that; reduced
eligibility status.

The last three rows of Exhibit 6.6 are the groups of primary, interest to
this study: those whose misreporting their income or family size results in
their receiving benefits in excess of those to which-they are legally entitled.
Households that receive free or reduced-price benefits but are ineligible for
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EXHJBIT 6.5; PERCENTAGE 'OF TOTAL INCOME UNDERREPORTED BY INCOME SOURCE
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EXHIBIT 6.6: ELIGIBILITY STATUS BASED ON APPLICATION DATA
AND IN-HOME AUDITS
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any benefits andthose who receive free meals but are eligible only for
reduced-price benefits constitute a total of 17.4 percent of the sample.' (The
percentage receiving excess benefits ranged from 6 to 29 percent in sampled

SFAs.)3

Receipt of excess benefits- -was due almost exclusively to income

underreporting and,,not to overreporting of family size. If no errors had been
made on rePorted family size, the percentage of the sample receiving excess
benefits would be 16.3 percent. °However,*if no errors in income had been
reported the percentage of the sample receiving excess benefits would fall to
1.1 percent. Households receiving excess benefits underreported househWs%

income by an average of $466 per month. The median underreporting was
$360. Eighty-four percent of those receiving excess benefits underreported
their income by more than $100 4a ,Month. Income underreporting was the
- predominant source of excess benefits in all sampled SFAs.

Income Sources and Excess Benefits'

Exhibit 6.3, presented earlier, showed that significant percentages of
income from allsources listed in the application are underreported. However,

the most relevant question is not what sources of income are being

underreported but rather which underreported sources most frequently result
in the award of excess program benefits. This important distinction can be
demonstrated in the underreporting of public assistance benefits. Five

percent of households who underreported public assistance benefits received
excess school, meal benefitsless than one-third of the overall percentage of
misreporting.. This finding leads to the seemingly paradoxical conclusion that
the underreporting of public assistance benefits is a powerful indicator of not
receiving excess school meal benefits. This seeming paradox is easily

explained by the fact° that the eligibility standards for public assistance are
generally very restrictive and public assistance eligibility is usually carefully
documented and repeatedly verified. Consequently, almost all households

receiving.public assistance payments are eligible for free_school meal benefits.

Given this fact, underreporting of public assistance, income, even by large
amounts, is unlikely to result in the award of excess school meal benefits.
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What is true of public assistance is also, true of unemployment benefits;

the very fact of receipt of the benefit is a strong indicator of school meal
program eligibility. Underreporting of .unemployMent benefits, in the large
majority of cases, has no effect on eligibility status.

Therefore,. if the goal is ,to prevent the award of excess benefits, the
focus of income verification and doCumentation efforts must not be on
underreporting of income, pe'r se; but on underreporting that affects program
eligibility.

Of the' total amount of income underreported by households receiving
excess program benefits, 84 percent was wage income. The only other source

contributing more thari. 2 percent of the total was pension income, which
constituted nine percent of the income underreported by those receiving
excess benefits. Public Assistance and Unemployment Compensation each
contributed less than one-half of 1 percent to the total. Exhibit 6.7 shows
the relative contribution of the income sources listed on the ipplication to\
underreporting that resulted in the award .)f excess benefits. Wage income

underreporting predominated as the primary source of excess benefits in all

nine sampled SFAs.

This finding leads to the conclusion that quality assurance procedures in
school meal programs must include. a strong emphasis on preventing or
detecting'the misreporting of wage income.

Characteristics of Households Receiving Excess Benefits'

An extensive analysis was conducted to discover thoie characteristics of
households receiving excess program benefits that differentiate them from
other households. This section summarizes the findings of this analySiS. The
findings are presented in two parts: economic characteristics and household

characteristics.

Economic dharacteristics

Because wage income is the primary source of income underreporting that
affects eligibility, the number of adult wage earners in the household is a
primary correlate of excess benefits. Exhibit 6.8 displays the relationship
between the number of employed adults' in a household and receiving excess

benefits. Only 4 percent of households with no employed adults receive



`EXHIBIT 6.7: UNDERREPORTED INCOME FOR HOUSEHOLDS RECEIVING EXCESS BENEFITS
BY INCOME SOURCE
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EXHIBIT 6.8: PERCENTAGE OF HOUSEHOLDS RECEIVING EXCESS PROGRAM BENEFITS

BY NUMBER OF EMPLOYED ADULTS IN THE HOUSEHOLD
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excess benefits, Among households with three employed adults, the

percent e receiving excess benefits rose to 59 percent. A strong

relation hip between excess benefits and number of employed adults was found

in all nine sample'd SFAs.

Although households which receive excess benefits typically have wage
income, they are also characterized by not having income or benefits from
social programs.' As Exhibit 6.9 shows,. households receiving benefits from-
Food Stamps, AFDC, General 'Assistance, or Low-Income Energy AssistanCe

are all Fnuch less likely-to receive excess school meal benefits than households-

not receiving any form of public assistance. This pattern 'held in all nine
SFAs. One important inference that can be drawn from this -finding is that

verification of applicant social program benefits is unlikely to reveal

significant numbers of misreporting which results in the award of excess
school meal benefits. During the 1982-83 school year IVPP is conducting
experiments to test this inference.

An exception to this pattern is rec,pients of SSI payments, who are no
less likely than nonrecipients to receive excess school meal benefits. A likely
reason for this exception is that SSI benefit eligibility requiremenis are not as

tighty tied to lbw income as eligibility requirements in the other programs.

Household- Characteristics

Number of household members, race, marital status, age of household
members, education, and other personal characteristics were related to excess

benefits only weakly and indirectly. No clear or consistent relationship could

be found between probability of receipt of excess meal benefits and? household

race or ethnicity, number of household members, age of household members,

number of chiltIren receiving school meal benefits, urban or rural location,
number of years participating in the program, grade of recipient child, or
type of dwelling (house, apartment, etc.) .

Only two personal characteristics showed a constant relationship to excess

benefits across SFAs: marital status of adult applicant anci education of adult

applicant. Adult applicants who are separated or who have never been
married typically have a low rate of receipt of excess benefits (less than 7%) .

Married and widowed applicants have considerably higher, rates of receipt of
excess benefits (23 and 25%, respectively) . Too few widowed applicants were
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,EXHIBIT 6.9: PERCENTAGE OF HOUSEHOLDS RECEIVING EXCESS PROGRAM BENEFITS
BY SOCIAL PROGRAM PARTICIPATION
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in the sample to. make .Meaningful statements about this group. Divorced

applicants,fell in the middle range with an 18 percent rate of excess benefits.
This general pattern held in all of the sampled SFAs (See Exhibit 6.10).

The relationship between the marital status of adult applicant and excess
benefits seems to be explained- by tide different ecpnomic conditions frequently

associated with different marital situations. When type of income received' by

the household is held. constant, the relationship between marital: status and

excess benefits all but disappears. Therefore, the observed relationship
appears..to occur because separated or never married women (almost all adult

apPlicants are women) have a low probability of wage income and generally low

total income. The opposite is true of married applicants who have much
higher average incomes than nonmarried applicants.

A similar relationship exists between the education level of the adult
,,,,,

applicant and excess 15enefits. Those with only an elementary school

education had a 9 percent rate of excess benefits. Seventeen' percent of 'those'

with a high school educatior and 18 percent of those with some. College .

education received excess benefits. As, with marital status, the cstalibnShip
.

of excess-benefits to education is a result of differential economic .status: .The°

higher the level of eduCation, the higher the "average wage income ana the

higher the probability of excess benefits.

Reported Reasons. for Income Discrepancies

el,

When the amount of an income source reported during the in-homdiaudi

diverged from the amount reported on the meal benefit applicatibil.more
than $25, respondents were asked the reason for the discreacicyr.:

Explanations reported by respondents must be viewed Oh a certain

skepticism. No respondent, fore example, reported

misrepresen6tion as a reason for a discrepancy. This resua can be taken fa''

mean that respondents are unwilling to admit deliberate frOud, 'oot th no
, ;

deliberate fraud existed. n some cases 'reasons given fOr,cliicrepancie were

clearly inadequate. One such case was a 'respondent who, repor,t on the
application receiving $800 a month in wages` when the, .&,:hpme audit-

documented $2,200 monthly wage income. The respondent zeXplained that the

discrepancy resulted from reporting net instead of oross",in4orne.
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The explanations that respondents report for discrepancies provide

important information. Such explanations can point to reasons for
unintentional misreporting and can aid in improving instructions to parents

.
for completing meal benefit applications. The most commonly reported reason

.

for income underreporting, was that the respondent did know the correct

amount and guessed at it (22%). Six other, common reasons for underreportin6

were: reported net (not gross) wage income, 'did not believe accuracy was
important, was confused by the application, projected income, did not believe
a certain income sout-ce counted, and listed only income, for adult applicant.

Exhibit 6.11 shows the relative frequency the most commonly mentioned
reasons.

Explanations for underreporting varied somewhat by ,type of income

underreported. Reasons given for underreporting wage income followed the

same pattern presented above. With the exception of "didn't believe wage
income counted," the same list of reasons predominated. Explanations given

for the underweport'ng of pension income, r however, followed a different
pattern. The two rirnary reasons cited for underreporting pension income
were that the respondent did not believe pensions should;-count as income

V,'(43%) and that the respondent did not believe that the recipienfof the pension
,..,

should count as a household member (17%). The twd primary reasons given

for underreporting of public assistance, unemtyment, and child support
income were that the respondent did not know the exact amount and that the
respondent was confused7by the application.

Summary

The problem"of:awarding, excess benefits to households on the basis of
erroneous information. reported on meal benefit applications is primarily a
problem of misreporting income, not family size. Underreporting of wages and

pensions accounts for 93 percent of excess benefits awarded, with wage.
income underreporting pione,,accounting for 84 percent. Households receiving

excess benefits are characterized by having one or more employed adults and
not participating in Food Stamps, AFDC, General Assistance, Unemployment
Compensation, or Low-,Inaome Energy Assistance programs.



EXHIBIT 6.1 : THE SEVEN MOST fREQUENT RE SONS GIVEN FOR INCOME UNDERREPORTING
AS A PERCENTAGE OF-TOTALIEASONS GIVEN.
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REASON GIVEN FOR DISCREPANCY
. .

KEY: 1. Didn't knowcorrect'amouni, guessed.
2. Reported net, not groww income,
3. Did not believe accuracy was important.
4. ConfuseN;by 'the application.

5. Projected income. .

6. Did not believe a certain income source counted.
7. Listed income fo0 adult applicant only.

Drgir reo:ni vinlyronr
,J1t.4.1Alt,:k1;'4C



1 Applied Management Sciences, An Evaluation of Income Certification
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Report, December 1982, pp, 5.7, 5.25 and. Applied Management Sciences,
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by the Bureau of Student Financial Assistance: 1979-80 IRS
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1978, U, S;. Government Printing Office, Washington, D.C., 1980, pages
296-297.

The effects of misreporting on program eligibility were determined
by comparingin-home audit data with application data and not by ,

comparing in-home audit data with the SFAs' determination of
eligibility. In a small number of cases the SFAs made errors in
determining eligibility. To"assure that these errors were not
inappropriately attributed,to applicant misreporting, program
,eligibility based on application data was recomputed. However, 95
percent of the sample showed no errors in SEA
determination.

Employed adults are defined as persons, living in the household who
reported receiving wage (or earned) income. The majority of these wage
earners were over the age of 21.

s The fact that the in-home audits found households with wage income
to have a high probability of receiving excess benefits does not
nesessarily imply that asking for adult wages on the application would
produce the same finding. Income misreporters, by definition,
misreport. This information could be more easily misreported on the
applicationithan during the in-home audit where the applicant was asked
about 17'sources. of income. This topic is explored in detail in
Section 9. .
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ELIG181LiTY CHAN&E DURING THE SCHOOL YEAR

Eligibility for school meal benefits Is determined early In the school year
based on reported income and family size in the month of application.
However, many program beneficiaries experience changes in income or
household size large enough to affect program eligibility during the 1981-82
school' year. This section explores the topic of income change and its effect
on program eligibility. The analysis is based on a comparison of household
income and family size for the application month, usually September or
October 1981, with income and family size for tl)e month, of the in-home audit
usually May or June 1982. For:both,"pei;iods, data from the in-home iudit,
were used instead of application data to prevent confounding application
misreporting with income change.

Fifty-eight percent of the sampled households reported a monthly change
in income of $50 or more Thirty-eight percent experienced an increase in
income and 20 percent experienced a decreased average income. Median

household income increased by $41 a month. Exhibit 7.1 displays the relative
frequency of monthly income change by amount.

Although 58 percent of the sample reported an income change of more than
$50 a month, these changes affected the eligibility of only eight percent of
sampled households. The effects of income change on eligibility are shown in
Exhibit 7.2.

In 82 percent of the cases the change did not affect eligibility; 7 percent
of the households experienced a sufficient change in income to increase their
eligibility, and 11 percent of the households experienced an increase in income
that was large enough to cause a decrease in'eligibility.'

Changes in eligibility %Were almost exclusively a function of changes in
income. Less than one-fourth of 1 percent of the sample had a change in
eligibility that was due solely to changes in the number of household members.



EXHIBIT 7 1; DISTRIBUTION OF HOUSEHOLD INCOME CHANGE
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EXHIBIT 7,2; EFFECTS OF INCOME AND FIOUSEHOLD SIZE CHANGE ON
PRO G111.4 ELIGIBILITY 1,

EFFECT

ELIGIBILITY IN
APPLICATION MONTH

ELIGIBILITY IN
IN-HOME AUDIT MONTH PERCENTAGE

No Change Free Free 60.7%

Reduced-price Reduced-priice 12.9%

Ineligible. Ineligible 8.2%
81.8%

Increased Reduced-price Free 4.2%

Eligibility Ineligible Free .4%

Ineligible Reduced-price 2.6%

A .

Decreased Free Reduced-price 6.5%

Eligibility Free Ineligible 1.4%

Reduced-price Ineligible 3.2%
11.1%

1 Eligibility status for bot
audit month were deter
the basis of application

application"Month and the in-home
"on: the basis of in-home audit data and not on
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Nonetheless, it Is interesting to note OM, nearly 20 percent of the serppi.e '11

households experienced a change in .household size durlog the course of the

school ytiar, Nine percent had a decrease in household size end 10.peroont an

increage,

Wage Income wee by far the most common source of immured Income and

decreased . ellglblllty. Exhibit 7,3 shows the percentego of sampled:

households having an increase in monthly. Income of '4150 or more by Income

source and the percentage of households whose eligibility we reduced by

\ change In income sour**

increased wage income by itself accounted for 01 percent of the reduced

eligibility. Increased wage income,, In combination with changes In family size

or changes in other income, accounted for more than 07, percent of the

reduced eligibility. In all nine sampled SOAs, wage Income increases wire .the

primary source of reduced eligibility. In less than one-half of 1 percent of .
the sample was there a reduction In program eligibility not accompinied by an
increase I I wage Income. In fact, increases In public .assistance payments,
Social Security, pensions, and Unemployment COmpensetion were more likely
to signal increased program eligibility than' decreased program eligibility.
This _is' because an, increase in any of these income sources is usually

associated with a much larger decrease in wage Income. . Conversely,

decreases in welfare, child support, gocial Security, and Unemployment.

Compensation income were more, likely to be associated, with a decrease in

Program eligibility than with increased igibility.

The probability that in increas n income will reduce program eligibility '

is almost by definition a function of how large the 'income increase is Fewer,

than 2 percent of the households *th increases in income less than $50 a

month. had changed eligibility status Increases of $100 or less a month
reduced eligibility status for. about percent of households. Increases in

income of more than $160 a month were much more likely to affect eligibility.
Twenty-two percent of income increases of $101 to $150 resulted in decreased
eligibility,. 42 percent of increases greater than $151 to $200 and 46 percent of

increases...over $200 resulted in decreased keligibility. These findings are
presented graphically in Exhibit 7.4.
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EXHIBIT 7.4: ,PERCENTAGE OF HOUSEHOLQS WITH REDUCED ELIGIBILITY BY AMOUNT.
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Current r3gulations require that households report any increase in

monthly income of $50 or more. However, beCause an increase in income in
the range of $50 to $100 a month reduces eligibility for very few program
participants, the minimum increase that must be.reported could be raised to
$100 a month without materially increasing program costs. Such a change
would reduce the numberof income changes that must be repor,ted by 30
Percent while reducing the discovery of households having a change in

@eligibility by less than 4 percent.

It is interesting to note that fluctuations in income result in eligibility
°changes throughout the year. More often than ,not, these changes are
increases in income so that it cannot be assumed ,that income fluxuations will
have a correcting effect on ,applicant misreporting, Thu's, the misreporting
-rate found at the beginning of the school year is likely to increase as the year
goes on.

$ummary

During the course of the school year, the eligibility status of 18 percent
of the sample changed. Seven, percent experienced an increase in eligibility
and 11 percent experienced a decrease in eligibility. These changes in

eligibility status were almost exclusively related to changes in income_rather
than to nges in family size. Increases in wage income were the primary
detth-minaht of decreases in eligibility status.

41*



END NOTES

3 The term "increased eligibility" refers to a change in eligibility
that increases behefits such as a change from reduced-price to free

, meal eligibility. .,The term "reduced eligibility" refers to a change
that would reduce the level of benefits to that the household is
entitled, to receive.
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8
ERROR-PRONE FILES

Any program that disburses public funds on the basis of need or other'
qualifying conditions must be_able to determine which cases are most likely to
be unqualified o. corrective procedures can be instituted. A procedure many
government, agencies have used to identify cases with a high probability of
error is known as "error-prone profiles." Error-prone profiles are methods
of using application or other data available to the certifying agency to select
cases for review that have a high probability of contining an error that
effects eligibility. Error-prone profiles are used by Food Stamps, AFDC,
Social Security Administration, Disability Assistance; Student Financial Aid,
and the IRS. This chapter of the report presents an error-prone profile
developed for the school meal program. Use of the profile. would allow local
SFA officials to select, on the :-basis of application data, applications for
review that are likely to contain misinformation that would, if uncorrected,
result in the award of excess benefits.

An rlier IVPP report "Report on Phase I' Error-prone Model

Development" May 26, 1982--presedted error-prohe profiles based on the
National Evaluation of School Nutrition Programs (NESNP), a nationally

generalizable data base: Unfortun'ately, the NESNP data base did not contain

verified meal benefit application variables. Therefore the profiles developed
dyd not provi e a method of scoring, applications on relative likelihood of
containing erro s. Appendix B of this report presents a cross-validation of
the NESNP error-prone profiles using the in-home sample from the present
study. This chapter presents_new, application-based, error. -prone profiles.

Before prIsenting the application-based predictors of receipt of excess
benefits, it is important to note the distinction between the findings presented
earlier and the findings presented in this chapter. Earlier findings were

Ps
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based entirely on information that was verified during the in-home audit. For

instance, the presence of multiple employed adults found during the in- home`
audit was associated with receipt of excess benefits. This occurred, eca,use

the income of all adults had not been reported on the applicati
additional adult wages were detected during the in-home audit. Becau

misreporting on the application, the number of employed adUlts derived from
application data is not likely to be a good predictor of excess benefits. It was

not possible to assess this, however,' because the number of employed adults
could not be derived from the 1981-82 application. Total household wage

income from the application was not a good predictor. Similarly, ile the in-
-/

home audits found receipt of pension income to be related to misr porting,
pension income is often left off the application, making it a poor predictive
variable based on application data. Thus, the earlier findings that were
based on in-home audit data help to explain the nature of misreporting. The

analysis of application data will identify application variables, whether

reported accurately or not, that could be used to ,predict misreporting. The

following findings are based on claar reported on the application relative to
eligibility verified through the in-home audit.'

The only application predictor of receipt of excess benefits that replicated
in all nine sampled SFAs was what we call "threshold reporting." "Threshold
reporting" is reporting a monthly income that is on or near the free or
reduced-price eligibility cutoff point. For example, a family of five is eligible
for reduced-price benefits if_it has a monthly income of $1,516 or less. If a
family of five reported its ,monthly income to be $1,506, it would, under our
definition, be a "tF4eshold reporter." Exhibit 3.1 displays the relative

frequency of receipt of excess benefits by difference between eligibility cutoff
point for benefits received and reported income. Seventy percent of those
applicants who reported incomes within $60 a month of eligibility cutoff
point receive excess benefits compared with only 10 percent of those who
reported incomes more than $180 a month from the eligibility cutoff point.
(The $60 intervals used are not arbitrary but were constructed to maximize
the discriminant power and robustness of differences.)

The 1981-82 application form used in this study did not contain
1/4 ,.

information on receipt of, food 'Stamps. However, . F1'ir school, benefit

application recommended for the 1982-83 scho6 i year does request this

63
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D'air-gf 8 -1.? P*ItCENIAGe OF 'HOUSEHOLDS RECEIVING EXCESS BENEFITS BY DIFFERENCE

Ot., REPORTED MONTHLY INCOME FROM ELIGIBILITY THRESHOLD
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information. Therefore, it was approp-riate to examine receipt of food stamps
relative to receipt of excess''` benefits, I even though food stamp participation
could only be identified during the in-home audit. -Food. stamp participation
data can be used to improve significantly the prediction of receipt of excess
benefit reporting. Use of food stamp participation data in the error-prone

'profile rests on the assumption that such information will not be significantly
misreported on meal benefit applications. This assumption may be reasonable
on the grounds that applicants for school meal benefits have no overt
motivation to misreport food stamp participation. Eligibility for school meals is
based solely on income and family size. It is possible, however, that some
applicants incorrectly believe that food stamp participation does affect
eligibility and therefore may not report it on the application

Fobd stamp participation status was added to the application variables and
a new error-prone profile was developed through a six-stage process.
(Appendix D contains the list of variables that were examined.) First,
bivariate relationships between) excess benefits and application variables were
examined and the application variables were rescaled to maximize predictive
power. Second, a step-wise logistic discriminant function model was estimated
to select the most predictive set of variables. Third, a sequential search
using automatic interaction detection (AID) was conducted to assure that no
hidden interactions exis #ed among the variables that were not discovered by
previous steps. Foiurth,. a prediction. model w s estimated using a weighted
least-squares procedure that optimized diiscriminant power. Fifth, the

prediction° equation was simplified to allow easy use by SFA -officials. Sixth,
the prediction eqution was tested separately for each of the nine sampled
SFAs.

41,

The resulting,(error-prone profile is very dimple and contains only two
variables. Exhibit 8.2 presents the scoring system. An application is given
one point if it reports an income within $120 a month of the free or reduced-
price eligibility line. Another point is added if the reported income is within
$60 of the free or reduced-price eligibility line. Finally, a point, is subtracted
if the applicant reports receiving food stamps. The resulting scale has values
ranging from -1 to +2. Exhibit 8.3 displays the percentage of all sampled
applicants receiving excess benefits by error -prone score and the percentage
of the sample in each of the score categories. In each of the nine sampled



EXHIBIT 8.2: APPLICATION-BASED ERROR-PRONE PROFILE SCORING

"Step

A. If reported income is within (A)

$120 a month of.the free or reduced-
price eligibility line, write '1' on
line A. Qtherwise write '0.'

B. If reported income is within $60 (B)
a month of the free or reduced-
priCe eligibility line, write '1' on
line B. Otherwise write '0.'

C. If the applicant reports'receiving (C)

food stamps, write on line
C. Otherwise write 10.1

D. Sum lines A, B, and C, and write (D)

final score on line D.
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EXHIBIT 8.3: APPLICATION-BASED ERROR-PRONE PROFILE

ERROR-PRONE
SCORE*

PERCENTAGE RECEIVING PERCENTAGE OF

EXCESS BENEFITS TOTAL SAMPLE

-1
00

2%
20 %

45 %
42 %

1 40 % 7%
2 71 6%

*Error probe scores were derived statistically by a weighted least
squares procedure. A linear transformitibn was performed to
preserve the relative weights, but produce whole numbers.



SFAs, the error-prone profile significantly discriminated between applicants
receiving excess tenefits and all other applicants.

In addition to being easy to use, this model has the following beneficial
features:

It is able to separate nearly half the applicants into a
group of accurate. reporters (45% of the sample received .food
stamps and only 2% of these food stamp recipierits received
excess meal benefits). identification of accurate reporters is
helpful because it prevents the waste of pursuing verification
of these applications.

Applicants wh4)ave an error-prone score of 2 (6%of the
sample) are four times as likely to receive excess benefits as
applicants selected randomly from the sample.

The final step 'in developing the application-based error-prone profile was
to analyze what types of error are, and are not, detectable by the profile.
The error-prone profile relies heavily on threshold income reporting.
Therefore a particular concern in testing the model was to determine whether
the model detects only, small reporting errors made by households with actual
incomes near their reported incomes. If this were the case, then the error-
prone profile would fail to detect large errors made by more affluent
households.

To address this issue, misreporters identified by the profile as detectable
were compared with misreporters not identified as detectable by the profile on
the basis of how much greater their actual income was than the income cutoff
for the level of program benefits they received. The purpose of this
comparison was to determine whether the error-prone profile is biased against
low-income ,households whose actual incomes are close to the eligibility line.
Detectable' misreporters had median monthly incomes $230 above the maximum
allowable income for benefits received. This compares with a median monthly
income $255 ,above the maximum allowable income received by nondetectable
misreporters. Thirty-four percent of detectable misreporters had' actual'
monthly incomes within $100 of the maximum allowable for benefits received
compared with 30 percent of nondetectable misreporters. The difference of 4
percent was not statistically signifiOant. Therefore, the model does not
appear to discriminate against Jow-income households or hou.seholds. whose
income is only slightly above the maximum allowable for benefits received.



Summary

The in-home audit sample was used to create an application-based error-

prone profile. The profile, which was designed for easy use by SFA officials,

is capable of selecting a subgroup of_applicants for verification that have a 70

percent probability of receiving excess benefits. The error-prone profile was

successful in selecting applicants receivilV excess- benefits in all nine sample

SFAs. Use of the error-prone profile for a six percent or smaller sample-

would, on the average, result in selection of applications for verification that

have up to four times the probability of receiving), excess benefits as

applications selected at random.
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9
SUMMARY AND CONCLUSIONS

The report presented findings from 741 in-home audits `conducted with
school meal program participants in nine SFAs.

The sample. of School Food Authorities (SFAs) from which the in-home
audit sample was drawn was not nationally representative, and therefore
findings from the audits are not statistically generalizable to the nation as a
whole. However, because all principal determinants of misreporting held true
in all nine sampled SFAs, there is good reason to believe that they will also

,()

hold true in many other SFAS/in the nation. Principal findings were:

Seventeen and one-half percent of sampled households were
receiving benefits in excess of those to which they were legally
entitled because of misreporting of household size or income on
meal benefit applications. The problem of awarding excess
benefits to households on the basis of erroneous information
reported on/meal benefit applications was primarily a problem of
misreported income,; not household size.

Underreporting of wages and pensions accounted for 93
percent of excess benefits awarded with wage income underreporting
alone accounting for 84 percent.

Households receiving excess benefits are, characterized jay,'
having one or more employee adults.

Households not receiving excess benefits are characterized
by participation in other Federal low-income assistance programs
such-is food stamps, AFDC,'General Assistance, Un#1-nployment
Compensation, and Low-Income Energy Assistance.

During the course of the school year the eligibility states
of 1,8 percent of the sample changed. Seven percent experienced an
increase in eligibility and 11 percent experienced a- decrease in \
eligibility. These changes in eligibility status were almost
exclusively related to changes in income rather than to changes in
family size. Increases in wage income were the primary
determinant of decreases in eligibility status: Income increases
of less than $100 a month had a low probability of reducing
program eligibility.



An error-prone profile was developed using a simple Method
of scoring applicants on whether the household receives food
stamps and the.reported income is near the eligibility cut-off
points. The profile is an efficient method of selecting
applications for 'verification that have a high probability of
resulting in the award ofraxcess benefits. Applications selected
by the profile for verification have four times the likelihood of
containing an error resulting in the award of excess benefits as
applicationsselected-atranclom.

These findings collectively suggest that quality assurance procedures to
prevent fraud and abuse in the school meal program must include a strong
emphasis on preventing and detecting theunderreporting of wage income. In

the 1982-1983 School Year IVPP will test a variety of methods of accomplishing

this goal, including computer tape matches with state wage files, requiring
supporting documentation at the time of application, requiring supporting
documentation for a sample of applicants following application, and local third-

party income checks.
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Appendix A

NONRESPONSE ANALYSIS

Appendix A presents the method used to determine and correct for °

nonresponse bias with respect to receipt of excess benefits. The plibleM.
addressed is that results of the survey could, potentially, be very biased if
households which misreport their income family, size so as to receive excess
benefits liave,a higher probability of refusing to submit to an in-home audit
than households no receiving excess benefits.

Notation

R Index variable of respohse status R = Respondent R=Refusal

B Index variableof excess benefits B = No excess benefits
B = Excess benefits

Index variable-of group.membership where groupS
constructed sous to maximize the across group fTh
B and minimize the within group. variance. 9

I a
Statistical Procedures

P(B) is to be estimated. However, because of potential nonresponse bias.
E(P(BIR)) # P(.13). Therefore, P(B) was estimated _indirectly. by the
equation:

P(B) = P(BITOP(A) + P(BIR)P(R) (1)

Where P(R) and P(R) are thg.observed response rates for the survey and
P(BIR),is to be estimated.

A wilighted-least-squares .stepwise- discriminate function procedures was
k6. .

employee to divide to survey respondents into 'J' groups. which maximize
across group variince on excess benefits on the basii of application variables..
The groups were constructed by a's'signing a valve 'Q' to each household.
sampled (bbth respondent andrrefusals) where

Q 2098 -4. 37AC - 315C- 239A



is the log of reported monthly income

is the log of distance of reported monthly income from
the free or rediticed price eligibility' cutting point. 4",,

IA! ; s+

life sample was divided-into,lTgrouPs" (J) based on equal intervals of Q.
A

\-4,

a,7,

We make the assumption that

P(RIB, (RIB) and

r(k113-',* (R1 E), (3),
.1,

That is, the\relation of .R .:and B is constant across categories

Because.:B and 7!. are mutually exclusive and exhaustive categories,;`
.;

V

an'd, therefOre,

= 1 ;- P(BIJ)

1 = 13(131D
P(B1)).:

Multi,Ply.both:Odes B? .results in

KRIB)/P(RIB)` ...-KR113) - PC11_1`BNIP(BU)
,P(RIB)P(a±:.).

Pr'om -aSsUrtiption 3;

-(7)

Substituting these valUes into:equation 6 obtain's';

Solving for. P(RBID:



mt.+

uD'

I

s a linear relationship between P(RB'ID and P(REIJ) that'is a
function

standard

RIB) 'and P(RIB). This relationship can be expressed in

p,(RBID

where:

cg = P(RIB) an

p(hiB)
P(R05)

cg and. 13' were estimated

..Y1 . bx.

using LS,methods and assumptions:

y. is P(RBI.j) and

1

is P(Rblj)

The obtained values of a and' b were used to obtain estimates of P(RIB)
p(RITB) from equation 9:

1(13(B) a and_

,

The resulti`ng estimated respOnse probabilities for those receiving exce*s
benefits and those not receiving.excess benefits were emplc ed to weig4,the'
sample and thereby, reduce-,'response bias with respect, tO r t of excess
benefits.

57,

`''1.-Exhibit ShoWs weighted and

eligibility status.
unweihted results: relative to program',



is

LIGIBILITY STATUS BASED ON APPLICATION AND
N';.HOME AUDITS: WEIGHTED AND UNWEIGHTED

.EFFECT- .

-

ELIGIBIL BASED ELIGIBILITY BASED
ON APPLICATION. ON IN-HOME AUDIT

WEIGHTED . UNWEIGHTED,

F'45FIC.ENTAGE ' PERCENTAGE

.'COrr6ct.i.Behefits Free .Free

, Reduced-price . Reduce&prtce

67.4%

13.5%

80.9%

Deficit benefits .,Reduced -price 4.3%

4.3%

Excess 136Wi Free g. .Reduced-price 8.0%

Free ineligible 4 6%

Reduc Ineligible 4 . fit

O



Appendix B

CROSS-VALIDATION'OF IN -HOME AUDIT FINDINGS WITH NESNP DATA

An earlier stage of .the Income Verification. Piloteroject deVeloped two
error-prone profiles for the free-and reduced,,,,,Pri.;qihool meal programs.

'Arhe initial profiles were developed& using' ':,data 6 survey of program
participants conducted in the spring of4980 as.;part''.:ofithe. National Evaluation
of School Nutrition PrograMs (NESNP). These. ;profiles` -were then cross-
validated using 'data front the in-home audit sample. :Thrresults of 'the model
cross-validation is presented in this appen

Two models identify 'characteristic* .''s-chodr meat' profgram par cants
that discriminate between participants oil the baSis.of.,Iiicelihood of cdipt,gf-

f ,f6bd ,excess benefits.. The profiles differ in that; one- itickides' rec
stamps as .a predictor and tlie other does not s
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11 ell

Acod' of !receiving.excesS benefiti) must be

approached caUtioUsly '.'beda n-homk.auclit. sample size is. too srnall to. ..

properly -Verify-',,theitheli.,.Sl$1.its,; cgrouPs)in'.the' model. However, the

N primary splits can be verifiecO,' Exhibits B.3 ani'ditf.4 pretent the results of
the validation of the groups.::,, ,Each bar represents the propOrtion in each

group receiving excess i-.:nefiti. The two:primdrY splits Were receipt of food

stamp's and fetnale-adult:houSeholcl member in the labor 'force. The validation

analysis of the ,NESNP error-prone profile has an important implic*ion ,fdr
interpretingfindings frothi:the in-home audits. The unrepresentative sample

of SFAS, and school's from which the in-home audit sample was drawn raises
questions as to the generalizability of findings from' the sample... The NESNO

sample, by contrast, is nationally representative and was ,constructed in
accord with generally accepted statistical principles. Therefore the fact that
the two surveys repliCate each other on principal correlates of receipt
excess meal program benefits suggests that other findings from the,in=.0rn

audits may also. replicate natiopally.

. .

AAII'validation analyses used unweightecrin-home audit data because
the NESNP-based.models were developed using unweightedT4ata.and'also
because weighting alters t1,e2i-n-t reip.1._-etation of significanc4;tests.
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EXHIBIT D.3: PROPORTION OF ERROR FOR NESNP DEFINED GROUPS USING NESNP DATA

AND IN-HOME AUDIT DATA FOR TH'E IN-HOMEAUDIT AND APPLICATION
MONTH FOOD STAMP MODEL

70 ,

. ,

EY: A.' Participants not receiving food st s; f, efhousehplder,
absent or in the non -farm labor for e; MayAiouseholdAr
non-farm laborjorce; near a large ity., 7 , '

, !4..1

B. Participants not receiving food4targroatie householder
absent or in non-farm labor'force;!' alChou holder in
non-farm labor.force; not near a laitge city; and no
eligible siblings or at' least one sibling pays.

,

C. Participants not receiving 'food stamps; female,househOlder):-.

absent in non-farm labor force;. ale householder in'
non - faring labor force; not near. ajarge city; siblingt
attend school, but none pays,for lunch; black, hispanit:
other.

. I

' D. Nrqdripants not receiving foO0 stamps; female householder
absent or in non- farm, labor force; Male householder -i.h. 0.;

non-farm labor force; siblings atterid,school, butJione-OlYs:
for lunch; white or Asian;.small town or near medfum-tiipd

4

G. Participints not recetving food Stomps; fehale absent or_in
the non-farclabor force; male absent,' farms, or is not in

.tftejapor force; female-Old,not.cdhOlite high school.

H. artfcipants not receiving:JOod stamps; female farms (iris;

not in labor. force; male th nontfarm labor force;
siblings attend school, or at least one sibling paYS.1P

I. Participants -receive no4Ood Stamps; female farms*:r4 not

in labor, orce; male A-lion-farm labor force; some sjblings!
school and all participate.-.

J. Participants receive ti'mfood stamkstfOile farms 1r isnatr-:

in labor force; male abient,"firms4,r is not in labor.

. .

Participants not receiving%foOd stamps; female:householdei-,.. .

.absent or in non -farm labor force; male, housebblder16,.:

non-farm labor force; rnral area not neir'-Citytsome
siblings in scbOol.but ali pay; white orTASian,

Participants:.n'otreCeiVing food.stahosrliMaleabtePt-or'io
non-farm,labtirlOrc04-:mala'absentfArMSs,,Wishotin-
labor force; feMaleompleted-Th104-0001'

4orce; students' in gradeS444.or;AOhlt.

APAOt
K . .

PartAcipents,do notr5fOlood stampsrale farms or is
-,not.zin labor forte;ArtAbsent'; studen in grades 4-3'or

- 74_ , .
-. .,

i,- ..Participants recei4e.food stamps and %oth male -and eMita
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EXHIDIT 13,4i PROPORTION OF ERROR FOR NESNP DEFINED GROUPS USING.NESNP DATA
AND IN-HOME AUDIT DATA FOR THE IN-HOME AUDIT AND APPLICATION
MONTH m- NON-FOOD STAMP MODEL
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. B. Male:in non-farm labor force;:femaliabient or
. in.non-fanm labor force; small town or rural

area;:no,eligible siblings, or at least one
. sibling pays.

,

C. Male in non-farm-labOrlorce; female absent or
in Ion-farm lAborAforce; small town or rural
area; all eligibli\siblings pontificate; black'.-=.-.'
or Hispanic; one or JiTsiblingttend

D. Male in non-farm labr force;/emale absent or '

,in don-farm labor force; small town or rural
area; All eligible siblings partificate;,blackc
or Hispanic; two or more siblings atterfchooli.

Male in non-farm labor force; female absent or
in non-farm labor force; small town or rural .

area; all eligible siblings participate;'white
or other; small town.

Male in fign-farm .laborforce;,. female Absent or
in non-farm labor; force; small town or renal
area;all. eligible sibtingspartidicap;.white
or other ral'7.area not near city. .

PIVAIIIBLE

E.

. F.

M

G. Male in non-farm 'abor force; female farms o
no-in .ilabor force;"no-eligible siblings or a
least one sibling pays;, male has completed hig

Male inhOn-farm labor force; female farms or is
not in Labor 'force; no eligible siblings or at
least one sibling pays; male has not completed
high school.

. ! ' .

I. Male in non-farm labor force; female farms or Is
net in labor force; all eligible siblings partici-
pate; cities, suburbs, or towiis.

Ale Male in non-farm labor force; female farmsk,p.r.11
not in labor force; all eligible siblingsrtici-

--- %pate; rural areas.

,...1(i.. Male absentl. farms, or not in labor force; female

(a.

L. Male absent, farms, or not in labor force; 4male
. in non-farm labor force; two, or more.sOblings. attend
schools; owns house. .1

M. Male absent, farms, or not in'labor force; femiltt.,:
in non,farm Jabor, force; two Or more sibtiggskati

4tend'stboOlA; does not owirhOusi.

N. 'Male absent,, farms, or not In labor *orce!:.9.01.
absent,. fares, 'or 'pot in labor force.

.
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APPENDIX C

LETTERS SENT TO RESPONDENTS



.

WI Itecl Stator ..11ded`and.: ai,p)-Pork,CoOtOrDrh/0..-.
Department of.
Agrfauitura fiervlau

VA' 2.2392
141

May 11 1982

The U.S. Department of 4r1culture is cconducting a study designed t9 ImpreVa the
National,School Lunch Program. As part of the study we are $eeking'the /.
cooperation of a small number of families of children-who participate In the
program. .Your family is one of those that has been selected, am therefore
requesting your cooperation, In phe study.

.

We are asking that yoq allow us to InterView you In your home, at your convenience,
for aboutg,,mlnutes to dIscpss InfOrmation listed on you? meal application form.

Prior to the interview, you will need to,gather as many of the documents and
records you have available that are listed on the attached page. Please have this
information available for each''adult member In your family.

This study Is being conducted for the U.S. Department Of Agritulture bit. an

. Independent researchIcOrnpany called Applied Management Sciences. A
V representative of Applied Managerritit'Sciences will call you in a few days to

schedule a convenient time to visit ji§uehottie and complete-the interview with 'fou.

I can assure you that any Informatioh c cted will be kept strictly confidential,and .

personally identiflable,inforthation will -neVer be released to school or gOvernment
Officials, The InforMatiOn you provide wills not affect in any way your
eligibility to participati in the,Nati:onal,SchOO1 Ltinch Program.

Your cooperatibn in this study is reatlyapprec.Sated.'

MICHAEL J. WARGO, PH.D.
Acting Director
Office of Analysis and Evaluation



fRKK AND.RIOLICK6 PRICK 50014 MEAORTICIPANT SURVEY

RESPONDENT PREPARATIQN CliKCI(48T

As a participant In ;the itUdyi it iik.very imporWdocumenend record* fora d'I he

Menegemrt Woos TesearC8
,

,

Use, pit check list as a pidgin gettierin0 your,documints togetbe tor APRIL, and
steump0.11A1 end,as a reminder of your APpOintMent time.

You mey, oovtio r 11 of 12140moubwoul. 'Please gather as; many Si you

hohibit

t thety0 gather the following,:
together,before the Applied

1.11
a

44XcheckitU14 or -tette from employer for each member of the foOly amp

rinuthn month of WIMP 1981 and,APRILi 1982

APQC or General Apistalice Award Letters, or Check StUbs for"SEPTEMOER 1981

and APRIL, 1902

'Alimony'or Child Support Support Agreement or copkot,Court Order..

federal income tax return foe 1940

federal tax return for 1981

Social Securiq,Check' Stub (green check-rfor SEPTEMBER 1981 and APRILi1982'.

or Award Letter : '

Supplemental Security IncomepietkStubs (gdid chfik)for SEPTEMBER 1902
APRIL, 1982 or Award Letter,

Uneffiploymeni ComOnsation'Letter: or latest check, stub

yeterankpludationel Beneflts Srd,Notice,
,

EducatiOnal Loan Award Noti4

Wqrker's Compensation FOrm:or check stub for SEPTEMBER 1981 And APRIL 1992

Retirement an Pension IncsoMe' Award Notices

. A

;\' Railroad Retirement Check StUb

add

Savings,. Passbooks and /or. Credit:Mien Statement for SEPTEMBER 1901-

''-and APRIL, 1911.2.-0

Dividend' Stubs for .SEPTEMBER 1981 :4U4'APR,IL,,

1982
,.

.,.: :

Rental Income: Receipt Record's for SEPTEMBER 1981 and

APRIL,: ir , -;,1 :. ...

FOster,childrAWard Letter %.

* ,

.. .y

Other Regular Payments Fran Persons Not Living in the 'Household,
.

Of Applied MenageMent Sciences Will visit on::

,;.(datej

If yew have any questiOns, 6/'1;



APPENDIX D

' 4

LIST OF VARIABLES ANALYSED IN DEVELOPMENT
OF APPLICATION-BASED ERROR PRONE PROFILE

ncome from wa es and other.eirnings
ncome from Soc I Security'
ncome f_rom pu lice assistante
ncome from.unemploylient benefits
ncome from child' support or alimony
ncome from pensio,n orretireMent

Other' income
Family size
Total reported income:
Eligibility status based on application
Difference between reported income and eligibility, cutting'point
Whether income was reported in rog.nd numbers (evenly divisible

25, 50, 100)
Presence,-or absence of Social Security numbers

Receipt of Food Stamps*,
Eligibility based,on'iri-home audit*
Difference of application and in-hoMe audit based eligibility*

4

by

* Data from in-home audit used.

4

-4.

'

4-

4

II other variables from application.

85

1 7


